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COSTS AND INTERKAL RESFRVES
IN TWO RUMANIAN INDUSTRIES

[Sumnury: The following re
the December 1953 and January 1
cusses efforts made by Rumania'
to decrease production costs.
Qus cost factors of the chemica
lovering them.
of the internal
to production co

port, which covers two articles from
954 issues of Probleme Economice, dis-
s metallurgical and chemical industries
The first srticle discusses the vari-

1 industry and suggests methods for
The second article deals with the general problem

reserves of a factory and their direct relationship
sts and labor productivity,

Numbers in parentheses refer to appended sources. ]

Costs in Rumania's Chemicul Industry

Following the 19-20 August 1953 speech of Gheorghin-Dej,
ministrators or Rumania's chemical industry started to conside
mmmwfwthownﬂﬂhmMWMMOfmehnmw%e@ms

workers and ad-
r 4 series of
e program.

The chemicel industry belongs both to the consumer goods category and to
the industrial products category. It plays an important role in tr.
the nation in that it ser

€ds of the agriculturalist by increasing his
yields, and of the consumer by providing him with the €00ds necessary to main-
tair. or increase his standard of living.

To reduce production cost
necessary to understand the co)
reduce them in the most expedi
characterized by the fact that
machines from the time the raw
uct is obtained,

S successfully in the chemical
mponent parts of the industry
ent way. The chemical indus
the worker has

materials enter

industry, it is
's expenses and to
try is particularly
little to 48 except operate the
the plant until the finished prod-

The following table compare

S exXpense comporients (in percent of total ex-
penses) in the chemical indy

stry with those in the coal, textile, and machinery
industries:
Machine Textile Industry
Chemical Coal Building
Eggenses Industry Industry Industry Cotton Wool
Rav materials 58.97 - k8.9 56.20 51.46
Other materials 3.85 .- 6.3 5.01 9.53
Equipment 3.10 22,02 8.1 5.68 3.ko
Fuel 2.86 3.81 1.6 1.64 1.87
Power, wvater,
and steam 7.03 6.68 2.1 3.31 2.73
tal 75.81 2.1 67.0 TL.84 69.08
Wages 10.02 29.78 212 15.12 15.43
Bonuses 0.95 2.95 ’ 1.47 1.47
Amortization 8.50 27.11 5% 6.34 6.95
Other expenses L. 68 7.65 6.7 5.23 7.07
Total 100.00 100.00 100.0 100.00 100.00
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Expenses for materials, Tuel,
dustry are 75.81 percent of" the total expenses, as compare
in the coal industry. On the other hand, vwages o the coa
bercent of' the total expenses, but in the chemical industr
Percent, These facts show that in order to reduce expense
to reduce the amounts of materiuls used, as well as electr
Steam, and all other physical expenses of the industry.

equipment)and power ir the chemical in-

1 industry are 29,78
Y they are only 10,02
s, it is Lecessary
ical energy, water,

The re-examination of the 1953 norms had a favorsble
under the Ministry of Chemical Industry.
bercent and by applying the latest technical-orgenization&l measures, labor
productivity was increased by 18.9 percent, without any decrease in

worker's ssvary, For exawple, the Carbochin plant in Cl
norms for the menufacutre of po

Plished through a change in
ductivify rose 3,97 percent.
transfer nine workers to other

effect on factories
By reducing the time norms by 15.9

the average

uJ reduced the time

lishing stones by 9.5 percent. This was accom-

o of its lathes, with the result that lubor pro-
Because of this achievement, it was Dbussible to
sections of the factory.

‘Through & sounder organization at each work site, rew norms are fulfilled
156 percent, insteag of 126 percent as in the rast [in the chemical industryﬂ.
General growth in labor Productivity was 30 Percent, and costs were reduced
from 0,193 1ie Der tor to 0.172 1ie per ton,

contributing to increased labor productivity is the

e of the workers, technicians, and engineers of a
lan calls for a ko percent increase in the number of
85 compared to the 1952 Tigures. Compared to 1952, the number
S in the chemical industry rose 222 percent in 1953, and the
S enrolled in intermediste industrial chemical schools rose

factory. The 1953 State p
trained vworkers,
of trained worker
number of student
186 percent.

But by far the most important factor in the
costs is a regular fulfillment ang Surpassing of
duces factory eéxpenses, with a resulting reductio
the sulphuric acig factory in valea Caly

struggle for lower Production
plan norms, Exceeding norms re-
n in costs. For example,

on to reduce sales
quarter of 1953, This plan was not

The reasor. for

ses amounting to 862,774
. This was caused by failure

Many other examples could be
5 where increased production brought lower eéxpenses and a
resulting decrease in sale prices.

The fulfillment of a factor
the measure to whi

capacity is being used. Thus, Chimico-
Metalurgica factor

third quarter
ions and equipment, and the Banloe
its machinery.

Another important way of' reducing costs is to re
rials, fuel, elcctrical energy, steam, and water,
1tems of expense in the chemical industry.
irrational use of specif,
The directorate incurred

duce the use of raw mate-
which constitute the major

The following examples show how the
ic items will have an adverse effect on cost Prices:

losses amounting to 2.37 percent of the total value of
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Products, during the third quarter
using greater 8mounts of ammonig t)

of 1953, from vastage of raw
bicarbonate, Soda Factory

materials, By
12N specified in the

Production of wholesule
No 1 incurreq unplanned expenses of 198,970 leg during
the third quarter of 1953. Similarly, the Marasesti glu /
of 63,900 lel because of g 25-percent increase in the us
Chimico-Metalurgia Combine No

of 179,634 lei because of the

the production of caustic soda

One of the major causes of high expenses j¢ the failure to meke repairs gp

time. Other sources of unforeseen expensec are  the failure to unload frefpht

Cars on time, Peralties imposeq by contract ror furlure to deliver goods on tine, fnes

imposed by the state rinance Organs, interest paid op loans

blocked bank assets because of the

€xample, during the first

liz in fines because or failure t,

No 1 paid fines of 329,756 lei pl

failure to meet contractyal oblig 1 April to 31 Augucs,
By the way of Summary, it must be stated t

of unused interna

1 reserves in the ch
would greatly aid in the reductq €

Internal Reserves in Rumania’

Far
i factory paig 1,760,000
i time. Sodu factory

foresecen expenses of 120,212 lei for

G unload freight cars o
us other un
ations from

hat there is a large potential
mical industry which, 1r

fully utiljzeg
on of production cost and sales priges.%l}zcaf

try

¢ policy, Rumania's heavy

e increasing amounts of
ania's iron ang steel indys-
1 the needeq steel, iron ang

50 as.to’produc
In view of this task, Runm
“8 heavy industry with al

machinery ang equdpment ;-

try nust Supply the pation
sheet metal, . -

Rumania®

Socialist competitions wer
where party and Soviet,
nd other combines are n

There are Several phases of the iron ang steel industry which require
closer scrutiny from the point of view or e

First, the transport of
molten iron, ferroalloys, ingots, and metal bricks is closely connected to pro-
duction Drocesses. Second, the industry! i

. installations, and water i pPressed air inst
costly maintenance operations
Production costs, Thirg

industry,
actory ang smelting rnterials, make up 50-55 percent of
the total production exXpenses. Aside frop the need to
which constitutes 10-15 percent
Still greater need to 41

reserves,

There are various other methods of achieving economies in the iron and
stecl industry:

1, Saving raw materials ang equipment,
Making rat

2, ional use of fe
all-out ¢rive ror c

Irous and nonferrous scrap and starting an
ollection of se

rap iron ang copper.

-3-
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3. Sortin
in the furnace.

4. Improving the storare of raw materials
rational cutting processes of sheet metals,

8 and grading the iron ore more efficiently before placing it

in varehouses ang achievir

¢ more

5. Reducing usage of coke and handling minersl

waste more efficiently.

Economies in raw materials have increased markedl,
combines throughout Rumania, fThus, durirg the third q
furnace of the ISCT [not further identified] fuctory r
iron used by 8.54 percent Per ton of steei, and furthe
billet in the Production ol sheet metal] by 5 kilograms
IMB (Industria Metalurgica Banatiana, Metallurgical Ing
duced the use of ingots by 3 kilograms per ton of sheet

Sarmii factory in Braile red.iced the amount of ingots by
of sheet metal,

Y at several iron ang steel
varter of 1553, the Martin
educed the amounts oy scrap
I reduced the use o sheet
Per ton of products. The
ustry of the Banat) re-
metal, and the Industria
10 kiliograms per ion

Better firing o. rapid charges can substantially increase the productivity
of steel furnaces. Moreover, by mechunizing all operations of the combine,
better organization of the work site can be achieved. Still another factor ip

For example, .

both the cowpers, and
nsurate with the capacity of the furpace.
ercent efficiency, 20
unused.

If
nercent of the capacity

Methods which call for Periodic work stoppage for preventive repairs are
of great lmportance in savingtime ang increasing the intern:l reserves. For
example, the Gheorghiu-Dej pl i g mill which used to operate con-
tinually, but at th i wasted
in repairs. After the adoptio palrs, the
rolling mill was stopped for 16-24 mours every tenth day; this procedure re-

n & 50-percent reduction [sic]) 1

n stoppuge for repuirs and breakdowns.
» the yearly overhauling of rolling mills now takes a kuch shorter t{me,

Moreover

Another example is furnished by the Republica plant where

2bor force, a
of factory conditions has been obtained, Iusteag or 2i-24
€ mill requries only 12-14 deys; the result is ap
nternal reserves, This factor wulione resulted in the pro-
00 additionai tons of pipes per yeur,

. k)
By following Soviet examples, the production of Rumania's rolling mills

has increased greatly. For example, in 1953 the Republica factory's 1ling mills

had a 35

-percent greater production capacity than in 19k4g, m2inly because of the
improved methods of repeir and maintenance.

Any effort te¢ mobilize the int
ducing raw materials useq
can give satisfactor
tory administration,
Planners, and economis
of work and workers.
concerned with genersa)
the most minute Process

ernal reserves of u factory,
or by increusing the proauctinn capacity of equipmeat,
Y resuits only whea it is Supported by & "rew type" of fac.
In this new type of administration, bookkeepers, financial
ts must devise foolproof methods or aralyzing the pregress
The new type of factory administration not only must be

factory management, but must seek out end evaluate even
€s and innovations.

whether by re-




LS
[l N -

et Cony Amoronet Tor Reoaas 20106 e CIARDPEor 000700190149-5 §
| aitid Coy Approved for Release 2011/09/14 : CIA-RDP80-00809A0007

=

Generally Speaking, the cost of products in the metallurgical industry

ig dependent Primarily on the amount of raw materials used. The cost of
these materials, plus the cost of fuel ang power, may safely reach 60-70 per-
cent of the total Production cogts, The next item consists of the working capi-
tal of & factory, which amount can equal 20-25 perceni of the cost, The third

. 1tem includes general factory 3Xxpenses, which can total a maximum of' 10 percent.
The last category is composed of manpower costs, which usually amount to 5.4
percent of the total cost price,

In Martin furnaces, the cost of fuel and raw materials varies frop 65 to
80 percent of total costs. The cost of ingot Production includes the cost of
Tuel, maintenance, repairs, transport of raw materials, and, mainly, prepara-~ N
tion of charges, Reduction in the €0s% of any product of the metallurgical
industry is directly dependert upon the full use of internal reserves; that is,
utilization of the full production capacity of each enterprise.(2)

SOURCES
1. Probleme Economice, Dec 53 (article by M. Florescu)

2. Ibid., Jan 54 (articie vy L. Radu)
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